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promptly notify the applicant in writ-
ing of the determination, the reasons
for the determination, and that the ap-
plicant has a right to request a meet-
ing with the Borrower or managing
agent to review the rejection, in ac-
cordance with HUD requirements. The
review, if requested, may not be con-
ducted by a member of the Borrower’s
staff who made the initial decision to
reject the applicant. The applicant
may also exercise other rights (e.g.,
rights granted under Federal, State, or
local civil rights laws) if the applicant
believes he or she is being discrimi-
nated against on a prohibited basis.
The informal review provisions for the
denial of a Federal preference are pro-
vided in §5.410(g) of this title.

(f) Records. Records on applicants and
approved eligible families, which pro-
vide racial, ethnic, gender, handicap
status, and place of previous residency
data required by HUD, must be re-
tained for three years.

(9) Reexamination of family income and
composition. (1) Regular reexaminations.
The Borrower must reexamine the in-
come and composition of the family at
least every 12 months. Upon
verification of the information, the
Borrower shall make appropriate ad-
justments in the total tenant payment
in accordance with part 813 of this
chapter and determine whether the
family’s unit size is still appropriate.
The Borrower must adjust tenant rent
and the housing assistance payment
and must carry out any unit transfer in
accordance with the administrative in-
structions issued by HUD. At the time
of reexamination under paragraph
(g)(1) of this section, the Borrower
must require the family to meet the
disclosure and verification require-
ments for Social Security Numbers, as
provided by 24 CFR part 5, subpart B.

(2) Interim reexaminations. The family
must comply with the provisions in its
lease regarding interim reporting of
changes in income. If the Borrower re-
ceives information concerning a
change in the family’s income or other
circumstances between regularly
scheduled reexaminations, the Bor-
rower must consult with the family
and make any adjustments determined
to be appropriate. Any change in the
family’s income or other cir-
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cumstances that results in an adjust-
ment in the total tenant payment, ten-
ant rent and housing assistance pay-
ment must be verified.

(3) Continuation of housing assistance
payments. (i) A family shall remain eli-
gible for housing assistance payments
until the total tenant payment equals
or exceeds the gross rent. The termi-
nation of subsidy eligibility will not af-
fect the family’s other rights under its
lease. Housing assistance payments
may be resumed if, as a result of
changes in income, rent or other rel-
evant circumstances during the term of
the HAP contract, the family meets
the income eligibility requirements of
part 813 of this chapter and housing as-
sistance is available for the unit under
the terms of the HAP contract. The
family will not be required to establish
its eligibility for admission to the
project under the remaining require-
ments of paragraph (c) of this section.

(if) A family’s eligibility for housing
assistance payments may be termi-
nated in accordance with HUD require-
ments for such reasons as failure to
submit requested verification informa-
tion, including information related to
disclosure and verification of Social
Security Numbers, or failure to sign
and submit consent forms for the ob-
taining of wage and claim information
from State wage information collec-
tion agencies, as provided by 24 CFR
part 5, subpart B.

(Approved by the Office of Management and
Budget under control number 2502-0371)

§891.615 Obligations of the family.

The obligations of the family are pro-
vided in §891.415.

§891.620 Overcrowded and underoccu-
pied units.

If the Borrower determines that be-
cause of change in family size, an as-
sisted unit is smaller than appropriate
for the eligible family to which it is
leased, or that the assisted unit is larg-
er than appropriate, housing assistance
payments or project assistance pay-
ments (as applicable) with respect to
the unit will not be reduced or termi-
nated until the eligible family has been
relocated to an appropriate alternate
unit. If possible, the Borrower will, as
promptly as possible, offer the family
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an appropriate alternate unit. The Bor-
rower may receive vacancy payments
for the vacated unit if the Borrower
complies with the requirements of
§891.650.

§891.625 Lease requirements.

The lease requirements are provided
in §891.425.

§891.630 Denial of admission, termi-
nation of tenancy, and modification
of lease.

(a) The provisions of part 5, subpart
I, of this title apply to Section 202 di-
rect loan projects.

(b) The provisions of part 247 of this
title apply to all decisions by a Bor-
rower to terminate the tenancy or
modify the lease of a family residing in
a unit.

[66 FR 28798, May 24, 2001]

§891.635 Security deposits.

The general requirements for secu-
rity deposits on assisted units are pro-
vided in §891.435. For purposes of sub-
part E of this part, the additional re-
quirements apply:

(a) The Borrower may require each
family occupying an unassisted unit
(or residential space in a group home)
to pay a security deposit equal to one
month’s rent payable by the family.

(b) The Borrower shall maintain a
record of the amount in the segregated
interest-bearing account that is attrib-
utable to each family in residence in
the project. Annually for all families,
and when computing the amount avail-
able for disbursement under
§891.435(b)(3), the Borrower shall allo-
cate to the family’s balance the inter-
est accrued on the balance during the
year. Unless prohibited by State or
local law, the Borrower may deduct for
the family, from the accrued interest
for the year, the administrative cost of
computing the allocation to the fam-
ily’s balance. The amount of the ad-
ministrative cost adjustment shall not
exceed the accrued interest allocated
to the family’s balance for the year.

§891.640 Adjustment of rents.

(a) Contract rents. (1) Adjustment based
on approved budget. If the HAP contract
provides, or has been amended to pro-
vide, that contract rents will be ad-

24 CFR Ch. VIl (4-1-04 Edition)

justed based upon a HUD-approved
budget, HUD will calculate contract
rent adjustments based on the sum of
the project’s operating costs and debt
service (as calculated by HUD), with
adjustments for vacancies, the
project’s nonrental income, and other
factors that HUD deems appropriate.
The calculation will be made on the
basis of information provided by the
Borrower on a form acceptable to the
Secretary. The automatic adjustment
factor described in part 888 of this
chapter is not used to adjust contract
rents under paragraph (a)(1) of this sec-
tion, except to the extent that the
amount of the replacement reserve de-
posit is adjusted under §880.602 of this
chapter.

(2) Annual and special adjustments. If
the HAP contract provides that con-
tract rents will be adjusted based on
the application of an automatic adjust-
ment factor and by special additional
adjustments:

(i) Consistent with the HAP contract,
contract rents may be adjusted in ac-
cordance with part 888 of this chapter;

(ii) Special additional adjustments
will be granted, to the extent deter-
mined necessary by HUD, to reflect in-
creases in the actual and necessary ex-
penses of owning and maintaining the
assisted units that have resulted from
substantial general increases in real
property taxes, assessments, utility
rates or similar costs (i.e., assessments
and utilities not covered by regulated
rates), and that are not adequately
compensated for by an annual adjust-
ment. The Borrower must submit to
HUD required supporting data, finan-
cial statements, and certifications for
the special additional adjustment.

(b) Rent for unassisted units. The rent
payable by families occupying units
that are not assisted under the HAP
contract shall be equal to the contract
rent computed under paragraph (a) of
this section.

(Approved by the Office of Management and
Budget under control number 2502-0371)

§891.645 Adjustment of utility allow-
ances.

In connection with adjustments of
contract rents as provided in
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